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VIRGINIA:

BEFORE THE VIRGINIA GAS AND OIL BOARD

APPLICANTS:

RELIEF SOUGHT:

Hurt McGuire Heirs ("Heirs" ) and

Reserve Coal Properties ("Reserve" )

)
Issuance of an Amended Supplemental )
Order Amending Prior Orders Affecting )
Drilling Unit P-40 Located in the Oakwood )
Coalbed Methane Gas Fields I and II, )
Buchanan County, VA (herein "Subject )
Drilling Unit" to Provide: )
(1) Calculation of Funds Unit Operator )
Deposited into the Escrow Account for )
Subject Drilling Unit by Tract Subaccounts; )
(2) to Applicants a Royalty )
Accounting; and )
(3) Disbursement to the Heirs and Reserve )
in Accordance with Their Royalty )
Agreement Those Funds Deposited by the )
Unit Operator into Subject Drilling Unit's )
Escrow Subaccount for VGOB Tracts 2 )
And 3 )

DOCKET NO.
VGOB 93-0216-0330-02

REPORT OF THE BOARD

FINDINGS AND ORDER

Hearing Date and Place: This matter came on for final hearing before the Virginia Gas and Oil

Board (herein "Board") at 9:00 a.m on December 17, 2002 at the Southwest Virginia Higher

Education Center on the campus of Virginia Highlands Community College, Abingdon, VA.

Annearances: Mark Swartz, Esq. of the firm Swartz and Stump L. C. appeared for the Unit

Operator; and Sharon M.B.Pigeon, Assistant Attorney General, was present to advise the Board.

Jurisdiction and Notice: Pursuant to Va. Code $$ 45.1-361.1 et seq. , and in particular Va. Code

$$ 45.1-361.21 and 45.1-361.22, the Board finds that it has jurisdiction over the establishment

and maintenance of an escrow account, with tract subaccounts, for each of the coalbed methane

gas drilling units established by the Board through its field rules that are subject to a Board

pooling order. Further, the Unit Operator is required to deposit, as applicable, those funds

specified in Va. Code $ 45.1-361.21.D., 45.1-361.22.A.2, 45.1-361.22.A.3 and 45.1-361.22.A.4
into the applicable escrow tract subaccounts. The Board finds that: (1) while it does not have

jurisdiction to resolve conflicting claims to the ownership of the Coalbed Methane Gas produced

by the Unit Operator from wells located on Subject Drilling Unit, and (2) while it does not have

jurisdiction to interpret agreements by and between the Gas owners/claimants and/or the Unit

Operators or to abridge or contravene the provisions of such agreements, (3) pursuant to Va. Code

g 45.1-361.22.A.5, the Board does have jurisdiction and authority to disburse funds from the

Escrow Account provided the Board has been provided with a final decision of a court of
competent jurisdiction adjudicating the ownership of coalbed methane gas as between the

conflicting claimants or an agreement among all claimants owning conflicting estates in the tract
in question or any undivided interest therein.
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4.1. On June 29, 1995, the Board executed its order pooling all interests in the Subject Drilling

Unit for the production of occluded natural gas produced from coalbeds and rock strata

associated therewith (herein "Gas") in accordance with the provisions of Va. Code ff 45.1-

361.21 and 45.1-361.22 (herein "Pooling Order" ). The Pooling Order was filed with the

Clerk of the Circuit Court of Buchanan County on June 10, 1993 in Deed Book 410 at Page

267. The Board designated Pocahontas Gas Partnership as the Unit Operator of the Subject

Drilling Unit. The Pooling Order was amended and supplemented by: (1) the Board's

Supplemental Order Regarding Elections executed on June 29, 1995 that was filed with the

Clerk's Office on July 7, 1995 in Deed Book 437 at page 549 ("Supplemental Order" ); (2) the

Board's Revised Supplemental Order executed on February 6, 2001 that was filed with the

Clerk's Office on February 15, 2001 at Deed Book 519 at Page 384 ("Revised Supplemental

Order" ); and (3) the Board's Amended Supplemental/Disbursement Order for Tract 9 of
Subject Drilling Unit executed on October 3, 2001 in VGOB Docket No. 93-0216-0330-01

that was filed with the Clerk's office on January 11, 2002 at Deed Book 537 at Page 728, as

amended by order entered December 20, 2001 and filed with the Clerk's office at Deed Book

537 at Page 726 ("Disbursement Order for Tract 9") (hereafter the Pooling Order,

Supplemental Order, Revised Supplemental Order, and Disbursement Order for Tract 9 are

collectively referred to as "Pooling Order" ).

4.2 To the extent claims to the Gas were in conflict, pursuant to Va. Code $ 45.1-361-22

payments attributable to said conflicting claims/interests were ordered deposited by the Unit

Operator into the escrow account established by the Pooling Order (herein "Escrow
Account" ). According to the Pooling Order, the coal fee ownership of the Heirs and the oil

and gas fee ownership of Reserve in a 6.20-acre tract known as VGOB Tract 2 and in a 2.87-

acre tract known as VGOB Tract 3, both in Subject Drilling Unit, were in conflict and

became subject to the escrow requirements of the Pooling Order.

4.3 The Unit Operator's Affidavit Regarding Escrow and Supplemental Order dated July 11,
2002, a copy of which is attached to and made a part hereof, states under oath:

"That after the pooling hearing held in the captioned matter, the Hurt McGuire Heirs and

Reserve Coal Properties entered into a royalty split agreement; that by the terms of said

agreement escrow regarding the conflicting claims of the Hurt McGuire Heirs and Reserve

Coal Properties is no longer require. "

4.4 By letter dated September 12, 2002, the Board gave notice to the Heirs, Reserve, the Unit

Operator and the Escrow Agent that on its own motion it would take the Affidavit referred to

in Paragraph 4.3 above under consideration at its hearing on October 15, 2002 and consider

whether to: (1) amend the Pooling Order to provide for the disbursement of funds on deposit

in the Escrow Account attributable to Tracts 2 and 3 to the Heirs and Reserve in accordance
with the terms of their split agreement, and (2) delete the requirement that the Unit Operator

place future royalties attributable to Tracts 2 and 3 in the Escrow Account. Further, the

Board ordered the Unit Operator to file with the Board a complete accounting of funds it has

placed on deposit in the Escrow Account. The petition was carried forward to hearing on

December 17, 2003.

4.5 The Unit Operator filed the attached accounting for Subject Drilling Unit's Escrow Account
with the Board ("Accounting" ).

5. Findings:

5.1.Va. Code 45.1-361.22.5 provides:
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The Board shall order payment ofprincipal and accrued interests, less escrow account fees,

Pom the escrow account to conflicting claimants within thirty days ofreceipt ofnotification of
(i) a final decision of a court ofcompetentjurisdiction adjudicating the ownership ofcoalbed

methane gas as between them or (ii) an agreement among alL claimants owning conflicting

estates in the tract in question or any undivided interest therein. The amount to be paid to the

conflicting claimants shall be determined based on the percentage ofownership interest of the

conflicting claimants as shown in the operator 's supplemental filing made part of the pooling

order that established the escrow account, the operator's records of deposit s attributable to

those tracts for which funds are being requested, and the records of the escrow account for
the coalbed methane gas drilling unit. The interests of any cotenants who have not entered

into an agreement shaLl remain in the escrow account.

5.2 The Unit Operator has certified and represented to the Board that:

(1) The Heirs are the sole owners of the coal estate underlying VGOB Tracts 2 and 3 of the

Subject Drilling Unit;

(2) Reserve is the sole owner of oil and gas estate underlying VGOB Tracts 2 and 3 of the

Subject Drilling Unit;

(3) that together the Heirs and Reserve claim to have and own, in the aggregate, the

following Gas royalty interest in Subject Drilling Unit by virtue of their respective

ownership interests in Tracts 2 and 3:

VGOB Tract ¹ Interest In Unit Percent of
Escrow

2 7.75000% 13.85785%
3 3.58750% 6.41484%

Escrowed Fund Attributable to:
Tract 2 and 3as ofl0/15/02
$22,920.24
$10,609.85

(4) that the Heirs and Reserve have entered into an agreement to split on a 50/50 basis

royalties attributable to their conflicting claims to coalbed methane gas, including but not

limited to their conflicting claims to ownership of coalbed methane gas underlying

VGOB Tracts 2 and 3 of Subject Drilling Unit and their conflicting claims to bonuses

and/or royalties deposited by the Unit Operator in the Escrow Account which are

attributable to said tracts.

6. Relief Granted:

6.1.For the reasons set forth in Paragraph 4 and 5 above, and based upon the Accounting, the Escrow

Agent is ordered to:

(1) Disburse fifty percent (50%) of the funds attributable to the VGOB Tract 2, being

6.928925 percent of funds on deposit in the escrow account, to the Hurt McGuire Heirs,

c/o Charles Green, P. O. Box 1067, Bluefield, VA 24605, and (2) disburse fifty percent

(50%) of the funds attributable to the VGOB Tract 2, being 6.928925 percent of funds on

deposit in the escrow account, to Reserve Coal Properties, P. O. Box 947, Bluefield, VA

24605.

(2) Disburse fifty percent (50%) of the funds attributable to the VGOB Tract 3, being 3.20742
percent of funds on deposit in the escrow account, to the Hurt McGuire Heirs, c/o Charles

Green, P. O. Box 1067, Bluefield, VA 24605, and (2) disburse fifty percent (50%) of the

funds attributable to the VGOB Tract 3, being 3.20742 percent of funds on deposit in the

escrow account, to Reserve Coal Properties, P. O. Box 947, Bluefield, VA 24605.

6.2. The Exhibits E and EE to the Pooling Order are deleted in toto and replaced with the Exhibit E and
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EE attached to the Affidavit. Further, the Supplemental Order filed in this cause is hereby modified

to delete the requirement that payments attributable to the Heirs' and Reserve's conflicting coalbed

methane gas ownership interests in VGOB Tracts 2 and 3 be deposited by the Unit Operator into the

Escrow Account. To the extent not specifically granted herein, any other or further relief is denied.

7. Conclusion:

Therefore, the requested relief and all terms and provisions set forth above in Paragraph 6 above be

and hereby are granted and IT IS SO ORDERED.

8. Ann eals:

Appeals of this Order are governed by the provisions of Va. Code $ 45.1-361.9 which provides that

any order or decision of the Board may be appealed to the appropriate circuit court and that whenever a

coal owner, coal operator, gas owner, gas operator, or operator of a gas storage field certificated by the

State Corporation Commission is a party in such action, the court shall hear such appeal de novo.

9. Effective Date: This Order shall be effective on the date of its execution.

DONE AND EXECUTED this /E day of , 2003, by a majority of the Virginia Gas

DONE AND PERFORMED this Jg+ day ofFW=-sr', 2003, by an Order of this Board.

. wilson
Principal Executive to the Staff
Virginia Gas and Oil Board

COMMONWEALTH OF VIRGINIA
COUNTY OF WISE

)

Acknowledged on this /r0 day of 4k tdgrt(f2003, personally before me a notary public in

and for the Commonwealth of Virginia, appeared Benny R. %'ampler, being duly sworn did depose and say

that he is Chairman of the Virginia Gas and Oil Board, that he executed the same and was authorized to do

so.

Susgggg u. usgggett

Notary Public

My Commission expires: g Under ~ode o
de .1-361' 6

,-„'nia Section 4
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COMMONWEALTH OF VIRGINIA )
COUNTY OF WASHINGTON ))a~

Acknowledged on this / / day of~4~/~~, 2003, personally before me a notary public

in and for the Commonwealth of Virginia, appeared B. R. @wilson, being duly sworn did depose and say

that he is Principal Executive to the Staff of the Virginia Gas and Oil Board, that he executed the same and

was authorized to do so.

Ci
Diane J. Davis
Notary Public

My commission expires: 09/30/05 Order Recorded Under Code of
Virr ', -.ia Section 45.1-361.26
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VIRGINIA:
SUPPLEMENTAL AFFIDAVIT RE CBM UNIT P-40

BEFORE THE VIRGINIA GAS AND OIL BOARD

Application ofPocahontas Gas Partnership for Forced Pooling of Interests in CBM Unit P-40

VGOB-93-0420-0330 in the Garden District ofBuchanan County, Virginia

AFFIDAVIT OF POCAHONTAS GAS PARTNERSHIP (herein "Designated Operator" )
REGARDING ESCROW AND SUPPLEMENTAL ORDER

Leslie K. Arrington, being first duly sworn on oath, deposes and says:

That your a%ant is employed by Consol Energy Inc. as a Gas Engineer and is duly authorized to make this af5davit

on behalf ofPOCAHONTAS GAS PARTNERSHIP, the Designated Operator;

That the Order entered on June 29, 1995,by the Virginia Gas and Oil Board (hereinafter "Board") regarding the

captioned CBM Unit required the Applicant to tender to the Escrow Agents funds attributable to the rights, interests and

claims ofthe persons identified in the annexed Exhibit E as subject to escrow under the Board's Order pooling the

captioned Unit, Board Regulations and the Code ofVirginia;

That afler the pooling hearing held in the captioned matter, the Hurt McGuire Heirs and Reserve Coal Properties

entered into a royalty split agreement; that by the terms ofsaid agreement escrow regarding the conflicting claims of the

Hurt McGuire Heirs and Reserve Coal Properties is no longer required;

That annexed hereto are revised Exhibits E and EE;

That the Designated Operator has heretofore filed its petition seeking the disbursement Rom escrow ofall funds on

deposit attributable to the conflicting claims ofthe Hurt McGuire Heirs and Reserve Coal Properties yr the Designated

Operator is preparing its petition seeking disbursement Irom escrow ofall funds on deposit attributable to the conflicting

claims of said respondents and will file same at its earliest opportunity; and

That the annexed supplemental order provides that the payment offunds subject to the annexed royalty split

agreement shall be made to the said parties thereto rather than to the Escrow Agent.

Dated at Tazewell, Virginia, this l 1 day of W ~u , 2002.

Leslie K Airington /

Taken, subscribed and sworn to before me by Leslie K. Arrington as Gas Engineer ofConsol Energy Inc., on behalf of
the corporate Designated Operator, this //'~F day of ~oL.g , 2002.

m~1
My commission expires: A Q X/ ZOQ3'.



Exhibit E
Unit P~

Docket ¹IIGOB-934218-0330
Ust of Conflicting Owners/Claimants that require escrow
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Net Acres
in Unit

Interest in

Unit

TRACT ¹4- 0.02 acres

COAL FEE OWNERSHIP

(1) Hurt McGuire Heirs

clo Charles Green
P.O. Box 1067
Btuefield, VA 24605

0.02 acres 0 02500o/o

OIL 4 GAS FEE OWNERSHIP

(1) Major Kkkl

General Delivery

Whitewood, VA 24657

0.02 acres 0.02500 %

TRACT ¹7 - 0.66 acres

COAL FEE OWNERSHIP

(1) Hurt McGuire Heirs
cfo Charles Green
P.O. Box 1067
Btuefiekf, VA 24605

0.66 acres 0.82500/o

OIL 8 GAS FEE OWNERSHIP

(1) Charks Presley~Delivery

Whitewood, VA 24657

0.66 acres 0.82500'%%d

TRACT ¹8 - 8.31 acres

COAL FEE OWNERSHIP

(1) Hurt McGuire Heirs
clo Charles Green
P.O. Box 1067
BlueAeld, VA 24605

8.31 acres 10.387$Plo

OIL 4 GAS FEE OWNERSHIP

(1) Kyle Robinson
Box 100
Whitewood, VA 24657

8.31 acres 10.38750~/o

TRACT ¹108 ¹12- 17.25 acres

COAL FEE OWNERSHIP

(1) Hurt McGuire Heirs
cfo Charles Green
P.O. Box 1067
Bluefiekl, VA 24605

17.25 acres 21.5625%/o

Page1 of 3 7110/02



Exhibit E
Unit P~

Docket ¹VGOB-9M216330
List of Conflicting Owners/Ciaknante that require escrow
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Net Acres
in Unit

Interest in
Unit

OIL & GAS FEE OWNERSHIP

(1) W. B. McDonald
30 Rolling Hills

Hager Hill, KY 40122

TRACT ¹14-0.01 acres

17.25 acres 21.56250%

COAL FEE OWNERSHIP

(1) Hurt McGuire Heirs
c/o Charles Green
P.O. Box 1067
Bluefield, VA 24605

0.01 acres 0.01250%

OIL & GAS FEE OWNERSHIP

(1) W. B. McDonald
30 Rolling Hills

Hager Hill, KY 40122

0.01 acres 0.01250%

TRACT ¹15- 1.09 acres

COAL FEE OWNERSHIP

(1) Hurt McGuire Heirs

c/o Charles Green
P.O. Box 1067
Bluefield, VA 24605

1.09 acres 1 36250%

OIL & GAS FEE OWNERSHIP

(1) Norfolk Southern Corporation
Real Estate Dept.
185 Spring Street
Atlanta, GA 30303

1.09 acres 1.36250%

TRACT ¹16- 2.04 acres

COAL FEE OWNERSHIP

(1) Hurt McGuire Heirs
c/o Charles Green
P.O. Box 1067
Bluefield, VA 24605

2.04 acres 2.55000%

OIL & GAS FEE OWNERSHIP

(1) Norfolk Southern Corporation
Real Estate Dept.
185 Spring Street
Atlanta, GA 30303

2 55000%

Page2af 3 7/10/02
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Unit P~

Docket ¹VGOB-93-02184330
List of Conflicting Owners/Claimants that require escrow
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Net Acres
in Unit

Interest in

Unit

TRACT ¹f7 - 0.53 acres

COAL FEE OWNERSHIP

(1) Hurt McGuire Heirs
c/o Charles Green
P.O. Box 1067
Bluefield, VA 24605

0.53 acres 0.66250'/o

OIL 8 GAS FEE OWNERSHIP

(1) Norfolk Southern Corporation
Real Estate Dept.
185 Spring Street
Atianta, GA 30303

0.53 acres 0.66250'/o

TRACT ¹f8 - 5.78 acres

COAL FEE OWNERSHIP

(1) Kurt McGuire Heirs
c/o Charles Green
P.O. Box 1067
Bluefield, VA 24605

5.76 acres 7.20000o/o

Oil & GAS FEE OWNERSHIP

(1) Norfolk Southern Corporation
Real Estate Dept.
185 Spring Street
Atlanta, GA 30303

5.76 acres 7 20000o/o

Page3of3 7/10/02



Exhibit EE
Unit P~

Docket No. VGOB-9342164330
Liat Oi Cenhtadnh Onnerafkhnimanla with ROyalty SPlit itdmemanm m ~

tyke dishnrsement for Trent wi has already taken ptaosttiott QQ rites

Net Acres
in Unit

Interest in

Unit

Percent of
Escrow

TRACT ¹2- 6.20 acres

COAL FEE OWNERSHIP

{1) Hurt McGuire Heirs

clo Charkis Green
P.O. Box 1067
Bluefield, VA 24605

6.20 acres 7.75000% 13.85785%

OIL & GAS FEE OWNERSHIP

(1) Reserve Coal Properties
P. O. Box 947
Bluefield, VA 24605

6.20 acres 7.75000% 13.85785%

TRACT ¹3- 2.07acres

COAL FEE OWNERSHIP

(1) Hurt McGuire Heirs
clo Charles Green
P.O. Box 1067
Blusfield, VA 24605

2.87 acres 3.58750% 6.41484%

OIL & GAS FEE OWNERSHIP

(1) Reserve Coal Properties
P. O. Box 947
Bluefield, VA 24605

2.87 acres 3 58750% 6.41484%

TRACT ¹0- 17.50 acres

COAL FEE OWNERSHIP

{1) Reserve Coal Properties {1/2 coal bekiw jawbone)
P. O. Box 947
Biuefieid, YA 24605

8.75 acres
1/2 of 17.50 acres

10.93750%

OIL & GAS FEE OWNERSHIP

{1) Ronald A. Clyborne
9325 Olympic View Drive

Edmonds, WA 98020

8.75 acres
1/2 of 17.50 acres

10.93750%

7/10/02
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VIRGIMA
SUPPLEMENTAL AFFIDAVIT RE CBM UNIT P-40

BEFORE THE VIRGINIA GAS AND OIL BOARD

Application ofPocahontas Gas Partnership for Forced Pooling ofInterests in CBM Unit P-40
VGOB-93-0420-0330 in the Gmden District ofBuchanan County, Virginia

AFFIDAVIT OF POCAHONTAS GAS PARTNERSHIP (herein "Designated Operator" )
REGARDING ESCROW AND SUPPLEMENTAL ORDER

Leslie K. Arrington, be~ 6rst duly sworn on oath, deposes and says:

That your a61ant is employed by Consol Energy Inc. as a Gas Engineer and is duly authorized to make this af6davit

on behalf ofPOCAHONTAS GAS PARTNERSHIP, the Designated Operator;

That the Order entered ori June 29, 1995,by the Virginia Gas and Oil Board (hereina6er "Board") regarding the
captioned CBM Unit required the Applicant to tender to the Escrow Agents funds attributable to the rights, interests and

claims ofthe persons identi6ed in the annexed Exhibit E as subject to escrow under the Board's Order pooling the

captioned Unit, Board Regulations and the Code ofVirginia;

That after the pooling hearing held in the captioned matter, the Hurt McGuire Heirs and Reserve Coal Properties
entered into a royalty split agreement; that by the terms ofsaid agreement escrow regarding the con6icting claims ofthe
Hurt McGuire Heirs and Reserve Coal Properties is no longer required;

That annexed hereto are revised Exhibits E and EE;

That the Designated Operator has heretofore 61ed its petition seeking the disbursement from escrow ofall funds on
deposit attributable to the conflicting claims ofthe Hurt McGuire Heirs and Reserve Coal Properties yr„the Designated
Operator is preparing its petition seeking disbursement from escrow ofall funds on deposit attributable to the conflicting
claims ofsaid respondents and will 61e same at its earliest opportunity; and

That the annexed supplemental order provides that the payment offunds subject to the annexed royalty split
agreement shall be made to the said parties thereto rather than to the Escrow Agent.

+k
Dated at Tazewell, Virginia, this l 1 ~ day of

/
, 2002.

Taken, subscribed and sworn to before me by Leslie K. Arrington as Gas Engineer ofConsol Energy Inc., on behalf of
the corporate Designated Operator, this //'m+ day of ~crt.g , 2002.

My commission expires: A tH/ ZO~.
Notary

VIRGINIA: In the Clerk's Office of the Ci it C urt of Buchanan County. The foregoing instrument

was this day presented in the ggcelforesaid a ', ther with the certificate of acknowledgm t annexed,

admitted to record their i VWday of
STD@ ~ M. Bevins, Jr. , Clerk

uty Clerk
/ t
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